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The purpose of this article is to research the application of real option 
approach (ROA) to valuing venture capital projects in our country, because ROA is 
a better approach for valuing those projects, which are characterized by high 
uncertainty, than traditional valuation approaches, such as the approach of NPV. 
This article firstly briefly introduces the conception, character and types of 
real options, summarizes the literatures on real options at home and abroad, and 
then, summarizes three typical approaches of calculating the value of real option 
mentioned in relevant literatures, and compares them with each other on their 
applicability and mechanics. Secondly, this article analyses the real-option 
property of venture capital projects, puts forward a framework of applying ROA to 
valuing venture capital projects, which is tightly combined with our country’s 
practical situation, and then applies the framework to a detailed case of venture 
capital project and models the project as a multi-staged compound rainbow real 
option. Then the process of calculating the value of the option is explained in 
detail. Comparing with other domestic relevant literatures, the framework and the 
process of calculating the real option value of venture capital projects put forward 
by this article are more practical. Finally, the limitation of applying ROA to value 
venture capital projects in our country is analyzed and several proposals for 
develop the industry of venture capital in our country, which are put forward from 
the angle of ROA, are showed in this article. 
However, there are still some points to be improved in this article. For 
example, it did not explain the rationality of the framework through empirical 
research because of the absence of data. 
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